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The Annual Meeting of Shareholders will be held at 1:00 p.m. 
(M.D.T.) on May 23, 1980 at the head office of Wardair 
International Ltd., 2201 Toronto Dominion Tower, Edmonton 
Centre, Edmonton, Alberta, T5J OK4. 


Financial Highlights 


REVENICS Here A ere Me eee Re ewe tM rcd hi, 5 Shia 
Operating costs, before depreciation and amortization......... 
DepkeciahlOnralnarainOnliZatlOn: . eenees merce te Svar nee ent: 
Ear iliNGSihONlOpela ONS a mnieecire teers mite can eer te oh cu: 
INtereStCnilOng erin CCD lamere tate ee tes ee hn eat 
Gain on sale of aircraft and related equipment............... 
Gain arising from changes in estimated useful lives of aircraft. . . 
NeLeamings (OSS) fOr Ine Veal Wa ecnctiacm..e eee nce ee 
ODO ATING EN arGI San eewret stan i a ow meee aie orate ea 
Return on average capitalemployed...................... 
EAL INMGS (OSS) Del COMMON SMaAle ism errs: crcrbret tute cera ee 
DIVICERGS Dem COMIMONISNGle = srs eet ee teen aan ul epee re, 


\ 


To our Shareholders and Employees 


Measured by financial results alone, 1979 was not a good year for Wardair International 
Ltd. The Company sustained a consolidated net loss of $2,417,000, or a loss of $1.02 per 
common share, compared to net earnings of $5,409,000 or $1.45 per common share 

in 1978. 


Without a one-time gain of $5,432,000 from the sale of Northern Division aircraft and 
spare parts, and a gain of $1,368,000 as aresult of changes to our depreciation policy 
relating to estimated useful life of the Company's fleet, the loss would have been greater. 


Revenues for Wardair International Ltd. in 1979 were $198,508,000, compared to 
$143,059,000 in 1978, an increase of 38%. Operating costs in 1979 were $186, 162,000, a 
35% increase over 1978. 

The disappointing results in 1979 are mainly attributed to five factors: 

1. On June 6, 1979 our two DC-10 aircraft were grounded for 24 days by order of the 
Ministry of Transport following a DC-10 crash in Chicago, Illinois. As a result of the 
grounding, we incurred a loss of approximately $1,800,000. 

2. Charter fare yields on the North Atlantic were depressed through competitive measures 
taken by scheduled carriers selling charter-type transportation (Charter Class Fares) on 
scheduled flights. 

3. The cost of fuel exceeded our estimates for the year because the Iranian crisis 
abnormally escalated prices. Fuel suppliers were able to apply increased costs faster 
than we could recover them from our passengers in the form of price increases or fuel 
surcharges. As a result, fare levels lagged behind actual costs and we were ina 
constant catch-up position. 

4. Sharp increases in the cost of labour, materials, outside services and government user 
charges continued to reflect the severe inflationary pressures on the economy. 

5. Debt service costs increased as interest rates climbed to record levels. 


After 26 years of operation in the Northwest Territories we closed our Northern Division in 


Yellowknife, N.W.T., in the fall of 1979. The decision was a difficult one to make, but 
necessary since business activity in the North has declined steadily in recent years and 
there are no signs of a reversal that would support a large fixed-base operation. Most of 
the Northern Division's aircraft, spare engines and parts were sold before year end which 
produced the one-time gain noted earlier. The last aircraft, a DHC-7, and associated parts 
were sold in January and agreements for the sale of the hangar and remaining assets are 
anticipated in 1980. 


On amore positive note, load factors remained close to forecast in 1979. Wardair 
continues to rank high among airlines throughout the world in daily utilization of aircraft. 
We have not sacrificed any of our high standards of customer service and continue to 
make improvements to our service levels on the ground and in the air. “Wardair Class” is a 
positive selling point with the public. 


Wardair (U.K.) Limited achieved excellent results marketing Canada as a destination from 
Britain and Europe. Charter programs from the U.K. to Canada continue to show excellent 
growth and 1979 flights from Germany and Holland to Canada made a solid contribution to 
revenue. 


The value of the Canadian dollar in relation to foreign currencies makes Canada an 
extremely attractive holiday destination for foreign visitors. We will continue to direct a 
major part of our marketing effort toward developing this business in even greater volume. 


We are also pleased to report encouraging developments occurred in the area of 
government regulation. In last year’s report, we said that recognition of the rightful role of 
the charter air carrier in the fabric of the nation’s air transportation system was a vital key 
to Wardair’s continued growth and success. 


In November, 1979, the Air Transport Committee of the Canadian Transport Commission 
made significant changes to the Air Carrier Regulations governing domestic and 
international charter flights. Further relaxations to the charter regulations were 

announced by the Minister of Transport in February, 1980. (A summary of the changes 
appears on page 8). The changes allow charter carriers, such as Wardair, and charterers 
such as Intervac, to offer passengers greater flexibility in their travel plans. 

As aresult we are able to compete more effectively with the scheduled carriers’ charter-type 
operations. 


Although these changes are most welcome, it is unfortunate they did not occur in time to 
benefit our 1979 charter flight programs. 


With the easing of regulatory restraints on our operations, a domestic charter program will 
be launched in 1980. From a modest start, service patterns and frequencies will be 
expanded throughout the year and by the end of 1980, we should be well established in the 
domestic market, serving Vancouver, Edmonton, Calgary and Toronto. 


Fares will be higher in 1980 to meet the increased costs of doing business. Nevertheless, 
we are confident with the new regulatory environment affording us an opportunity to 
make our Company highly productive and efficient, we will be able to spread our cost base 
over a wider range of product offerings, thereby maintaining relatively low airfares 
compared to scheduled airline fare levels. The added authority to carry bellyhold cargo 
domestically and internationally, the latter subject to approval of the foreign governments 
concerned, should also have a positive effect on operating results in 1980. 


The management of the Wardair group of companies is extremely gratified by the pride 
and loyalty our employees demonstrate in performing their jobs. As aservice company, 
such attitudes are an essential ingredient to success. 

We are optimistic about our prospects and we are forecasting a return to profitable 
operations in 1980. 


On behalf of the Board 


Maxwell W. Ward 
Chairman and President 
April 28, 1980. 


Review of Operations 


International Vacations Ltd. (Intervac) 


In 1979, Intervac, the marketing subsidiary of Wardair 
International, concentrated on intense development 
of its high volume holiday market areas such as 
Florida, Barbados, Hawaii, the U.K., Holland and 
Germany. Advance Booking Charter (ABC) seats, 

as opposed to packages, continued to grow in 
popularity with the public. Inclusive Tour Charters 
(ITCs), still produced a sizeable revenue, but the 
growth trend of ITCs continues to decrease each 

year. The ITC has lost some of its appeal since ABC 750 
airfare with hotel accommodation and car rentals 
sold as add ons gives passengers a wider choice at 
reasonable prices. 


On the North Atlantic, increased capacity by all 
Carriers on the Toronto/U.K. routes led to a price war 
which resulted in non-compensatory fare levels. 
However, Wardair’s daily service between Toronto 
and London was well received by the trade and by the 
public, and Intervac increased its market share on 


1,250 


1,000 


this important route. Another highlight was the or 


introduction of direct, wide-bodied service to the U.K. 
from Ottawa, which was extremely popular in that 
market. 


From the rest of Canada to the U.K. and Europe, the 
company achieved moderate growth and maintained 
its market share. Load factors from Canada to 
Europe and the U.K. dropped due to excess capacity. 
This was partially offset by increased traffic from 
Europe and the U.K. to Canada. 


Traffic to Florida, Barbados and Hawaii continued its 
strong growth pattern in 1979. Accordingly, in 1979, 
Intervac developed year-round service from Eastern 
Canada to Barbados and Florida and from Calgary, 
Edmonton and Vancouver to Hawaii. Wardair has a 
strong presence in Hawaii and Intervac will continue 
amajor sales effort to retain its share in this 
important segment of the holiday market. To date, 
1980 sales are on target in the market areas served. 


Wardair (U.K.) Limited 


In the U.K. market, 1979 was a successful year. 
Increased sales on U.K. to Canada routes were 
achieved by offering additional capacity from 
Manchester, Prestwick and London to Canada. The 
lower value of the Canadian dollar in relation to 
foreign currencies also stimulated the flow of holiday 
traffic from Europe to Canada. In addition, an intense 
sales campaign, together with the ability to mix 
Canadian and U.K. or European-originating 
passengers on the same aircraft, helped to increase 
Sales on these routes. 


Passengers Carried 


Thousands 


1975 1976 1977 1978 1979 


Revenue Passenger Miles 


Millions of Miles 


1976 


1975 1977 1978 1979 


Again, “Wardair Class” service was a major part of 
the Wardair (U.K.) Limited sales promotion campaign 
with the travel trade. Despite stiff competition in 

the U.K. to Canada market by the scheduled carriers, 
Wardair (U.K.) Limited continued to achieve solid 
growth in market share. Based upon preliminary 
sales data, 1980 sales will meet forecasted results. 


Wardair Canada (1975) Ltd. 


The completion of the Wardair fleet modernization 
program in 1979 was well timed. The present fleet 

is highly fuel efficient and operates well below 
government noise abatement requirements for 
aircraft in the 1980s. The mix of 747 and DC-10 
equipment provides the flexibility necessary to serve 
the company’s medium to long-range markets. 


Despite the grounding of the DC-10 in 1979, the 
United States Federal Aviation Administrator 
Langhorne Bond has been widely quoted as saying, 
“the DC-10 is most probably by far the safest 
commercial airliner today..” 


Early in 1979, the Air Transport Committee of the 
Canadian Transport Commission held two major 
public hearings on proposed rule changes for charter 
airlines. The first hearing reviewed domestic 


ABCs while the second was concerned with proposed 


major changes to international and domestic 
ABC regulations. 


In November, 1979, the Air Transport Committee 
approved changes to the Air Carrier Regulations 


which allowed charter carriers and charter operators 


agreater degree of flexibility in selling charter 
airline seats to the public. This helped to restore 
acompetitive balance between charter carriers 
and scheduled carriers marketing charter-type 
transportation. 


InFebruary, 1980, the Minister of Transport announced 


further changes to the charter regulations giving 
charter passengers even greater flexibility in their 
travel planning, particularly for domestic travel. 
Asummary of the changes appears on page 8. 


Revenues and Operating Costs 


Millions of Dollars 


1975 1976 1977 1978 1979 


oo Revenues ee Operating Costs 


Distribution of 1979 Expenses 


aa ae Wages & benefits- 16.4% 


Depreciation and 
amortization-8.2% 


— _ Interest-10.4% 


oes es Other supplies and services 


including land tour 
package costs-41.7% 


Allin all, these changes are most welcome and the Earnings/(Loss} per common share 


company is adapting its marketing plans to take full 
advantage of the opportunity to generate new In Dollars 
business and increase overall yields with fare levels 

dependent on the flexibility desired by the customer. —; «9 


It is important to note, however, that on international 
routes, the destination country must also approve 
regulation changes and Wardair is now inthe process; og 
of seeking such approvals. 


In the fall of 1979, Wardair Canada(1975) Ltd. operated 
alimited number of refugee flights from Malaysia to Gad 
Canada. Since then, the company successfully 
bid on aseries of refugee flights operating from 
January to October, 1980 from various points in 
the Far East to Canada. These flights, contracted 
with the Government of Canada, will produce 
approximately $17 million in revenue. 


Employee Relations 


The Wardair International group of companies has 
established a system of periodic formal meetings —_—‘(1-99) 
with employee groups not represented by certified 

union bargaining units. These meetings are 

extremely helpful in establishing rates of pay and (1.50) 
conditions of employment. In addition, the meetings 1975 1976 1977 1978 
are an excellent medium for employee-employer 

communications. 


Effective April 1, 1979, Wardair Canada (1975) Ltd. 
reached agreement for a two-year period with the 
Canadian Airline Flight Attendants Association 
(CALFAA) governing wages and conditions of 
employment. 


The collective agreement between Wardair Canada 
(1975) Ltd. and the International Association of 
Machinists and Aerospace Workers (IAM) 
representing certain maintenance, engineering 

and scheduling employees, was renewed for atwo- 
year period effective July 1, 1979. 


An agreement between Wardair Canada (1975) Ltd. 
and the Air Crew Association of Canada(ACAC), 
covering pilots and flight engineers, comes up for 
renewal on July 1, 1980 and preliminary negotiations 
for anew contract are underway. 


On September 1, 1980, the agreement between 
Wardair Canada (1975) Ltd. and the Canadian 
Association of Passenger Agents (CAPA) is up for 
renewal. 


The airline entered into an 18-month agreement 

with Canadian Airline Supervisors and Inspection 
Association (CASIA) on January 1, 1979. This unit 
represents certain employees in the maintenance 
and engineering department. Negotiations for renewal 
of this agreement are scheduled to commence 

in May, 1980. 


1979 


Redrock Reinsurance Limited (Bermuda) Capital Invested 


Redrock Reinsurance Limited is a wholly-owned fn 
subsidiary of Wardair Canada (1975) Ltd., managed Miionis oliDallals 
by Insurance Managers Ltd., of Bermuda. It reinsures 
certain lines of charter passenger cancellation 
insurance written by primary underwriters in 
Canada. 


Premium volume has shown steady growth and 
loss ratios and expenses are at favourable levels. 
It is expected that this company will continue to 
achieve sound operating results. 


Wardair Hawaii, Limited 


Through its operating division, Tropics Property 
Management, Wardair Hawaii, Limited is engaged 

in rental pool management of condominium units 

in Hawaii. Presently the Company manages 
approximately 200 rental units in the Waikiki Banyan 
Condominium in Honolulu, Hawaii, including 33 units 
owned by Wardair Hawaii, Limited. 


Condominium management operations commenced 
in December, 1979. It is too early to forecast operating 
results for 1980. However, high occupancy levels are 
anticipated for the units since in addition to Canadian 
visitors, who are expected to produce the primary 
source of revenue, Tropics Property Management is 
actively soliciting business from major tour operators 
in Australia, Japan and the United States. 


1975 1976 1977 1978 1979 


se Debt 2 Equity 


Summary of 1979-1980 Air Transport Committee Regulation Changes 


CHANGES 


1. Advance Booking Requirement 


2. Advance Booking Passengers and 
Inclusive Tour Passengers on same flight 


3. Minimum Stay Requirement 


4. Multi-stops 


INTERNATIONAL & 
TRANS-BORDER FLIGHTS 


U.S., Caribbean area and Mexico—14 days 


Other Areas—21 days 


Mix allowed 


Return transportation allowed to commence 
on first Sunday following day of departure 
to U.S., Caribbean area and Mexico 


Other International flights-return allowed 
on sixth day after date of departure 


Two pickup and two drop off points allowed 


5. “Top-off” 


6. Open Jaw 


7. Change in Flight dates-departure 
or return 


8. Open returns 


40 seats on 747 or DC-10 can be sold 
up to 7 days prior to departure. 


Passenger may fly to one city and return 
from another 


OUTBOUND FLIGHTS 

An additional fee is charged if passengers 
change to a later departure date as follows: 
Britain and Europe: 

within 21 days of departure 


Trans-border flights and flights to Honolulu, 


the Caribbean and Mexico: 

within 14 days of departure 

RETURN FLIGHTS 

For an additional fee passenger may 
change return date providing minimum stay 
requirement is met. 


Passenger may purchase an open return date 
by payment of additional fee 


9. Sales through an affiliated company 
(charterer) 


10. Children’s Fare 


11. Carriage of cargo in bellyhold of aircraft 


Already allowed 
May go as low as any scheduled carrier's 
child fare. 


Permitted on ABC, ITC, ABC/ITC mixed 
flight, or Common Purpose Charter 


DOMESTIC 
FLIGHTS 


14 days except: 
¥s of capacity of aircraft-no advanced booking required, 
night flights-no advanced booking required. 


Mix allowed 


Return transportation allowed to commence on 
first Sunday following day of departure 


Two pickup and two drop off points allowed 


¥s of the aircraft capacity can be sold 
within 14 days of departure for an additional fee 


Passenger may fly to one city and return 
from another 


For an additional fee, passenger may change 
departure or return dates. 


Passenger may purchase an open return date 
by payment of additional fee 


Domestic ABCs may be sold through an 
affiliated charterer (e.g. Wardair/Intervac) 


May go as low as any scheduled carrier’s 
child fare. 


Permitted on ABC, ITC, ABC/ITC mixed flight, 
or Common Purpose Charter 


Wardair International Ltd. 
Consolidated Financial Statements 


Auditors’ Report 


To the Shareholders 
Wardair International Ltd. 


We have examined the consolidated balance sheet of Wardair International Ltd. as at 
December 31, 1979 and the consolidated statements of earnings and retained earnings 
and changes in financial position for the year then ended. Our examination was made 
in accordance with generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, except for the effect of not providing for deferred income taxes as 
explained in note 8 to the financial statements, these consolidated financial statements 
present fairly the financial position of the company as at December 31, 1979 

and the results of its operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting principles applied 

on abasis consistent with that of the preceding year. 


Edmonton, Alberta 
February 29, 1980 


TA Rida, 


Chartered Accountants 


Consolidated Balance Sheet 
As at December 31, 1979 (In thousands of dollars) 


ASSETS 
CURRENT ASSETS 
Cash’and ‘short term:-investments (M1016:2)i2 ms wens xceee eee ee arene mare ee 
Accounts receivable::2. 2.5.2... See tee ote eee 
INVONLOTIOS «se: sos aewastiace Re arta aie wees, ee 
Deposits and prepaid @xpenSes 2220 2. ster isetata cath ae een en 


PROPERTY AND EQUIPMENT, at cost 
Flightequipment )22:5..0 0.255, cae oma he Bee eather 
Land, buildings and Ground: GqUIpIMeNt ls ae acts verte 


Less accumulatedidepreciation (not 3) 422)... 2. ee ene ee 
DEFERRED CHARGES (nOte4)ie ae ane icine ieee 


LIABILITIES 
CURRENT LIABILITIES 
Accounts payable and accrued liabilities ......................0.... 
Dividends payabletscs. «osc. ann eke eisai ee 
Charter prepayments 4-85 Ae atte te ee 
Principal due within one year onlongtermdebt....................000- 


LONG TERM DEBT (note5)....... PE ee Me 
PREFERENCE SHARES OF SUBSIDIARY COMPANY (note6)...............--- 


SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 
Authorized—300,000 12% cumulative redeemable non-voting 
convertible preferred shares of $10 each, par value 
9,000,000 common shares without par value 
Issued—180,000 12% preferred shares (note 7) ........cceceeeeeee eee 

3;201 010 COMMON SMATCS cence cere ieee eee 

PURCHASE FUND FOR REDEMPTION OF PREFERRED SHARES (note 7).......... 

RETAINED EARNINGS (notes 5; / anc 8) ese atte eee reer nena 


Approved by the Board 


Director Director 


Consolidated Statement of Earnings 


For the year ended December 31, 1979 (In thousands of dollars) 


DEVENUE Qrereenan Art ester U Uke heh lar eli gMewsae ene Oh Ps nee es 


EXPENSES 
CFESA 0 oy 0 6c SOR CO Ee a 
MalKcundali adimlStrallOlens. stata .s eee. Be lac iin se ovcos sea. 
WRI OGEAN) (MOLTO RRBs ioe oes Pe bP wleletc Civic vac kceuvs ould ees 
PiOMiZallOmOuuelelheG GALGCS ; af cag el eee avd Bee seek as © 


Adjustment arising from changes in the estimated useful lives of 
jevaircraft and related equipment (note 3).... 2... ee eee 


NEMERNMMNGO IOUS S| CIC Nees rei ca. cays wba Rede eae Cow eee 


EARNINGS (LOSS) PER COMMON SHARE (in dollars) (note 8) 
Calculated after providing for annual dividends on preferred shares............ 


Fully diluted earnings (loss) per common share, assuming conversion of all 
preferred shares is calculated at $(1.02) in 1979 and $1.26 in 1978. 


Consolidated Statement of Retained Earnings 


For the year ended December 31, 1979 (In thousands of dollars) 


BALANCE AT BEGINNING OF YEAR................. cc. cecceceeeeeeeeevees 
REREARNINGS (LOSS ee Accs een. 


DIVIDENDS 
Preference shares of subsidiary company ............ 00.06.0000 ecbns! 
WAC PHI SSE UGS eae res oa a aT 
COTMTT OAS CIES Sr e005 ol ae ee ee 


Consolidated Statement of Changes in Financial Position 


For the year ended December 31, 1979 (In thousands of dollars) 


WORKING CAPITAL DERIVED FROM 
Operations chen Ades ete 0 soa eerie eet eae eta 
Issue of preference shares of subsidiary company ...................0000- 
Proceeds from salesof fixed:assetso.2 2 :-i1) sent tees ie s Cente eee 
Proceeds from long term debts)... cactlos feces eee eee 


WORKING CAPITAL APPLIED TO 
Additions to fixed assets ': <cts scat estos oe eeclede ce ke 
Reduction of longterm Gebt 222 eines ecw. cs ee eee ieee 
Deferred charges incurred, netofrecoveries......................00. 
DIVIGENCS 5s nz-Scczcstst ans cede ee oO) faye ales Gahan gt Pa pee ee 
Redemptioniof.127o preferred SianeS ss sen. ey nsec ae ae eee 
Repurchase of preference shares of subsidiary company ................... 


INCREASE IN WORKING CAPITAL DEFICIENCY... ........ 0.00.00 e eee eee eee 
WORKING CAPITAL DEFICIENCY AT BEGINNING OF YEAR. ................---6- 


WORKING CAPITAL DEFICIENCY AT ENDOFYEAR..............,..0-05emenae 


Notes to Consolidated Financial Statements For the year ended December 31, 1979 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Consolidation 

The consolidated financial statements include the accounts of the 
Company and its wholly-owned subsidiaries: Wardair Canada 
(1975) Ltd. and its wholly-owned subsidiary, Redrock Reinsurance 
Limited; Wardair Equipment Ltd.; Wardair Northern Equipment Ltd.; 
International Vacations Ltd.; Wardair (U.K.) Limited; Wardair 
Jamaica Limited and Wardair Hawaii, Limited. 

As of the close of the year, Wardair Canada (1975) Ltd. 
amalgamated with Wardair Northern Equipment Ltd. The 
amalgamated company is known as Wardair Canada (1975) Ltd. 


Translation of Foreign Currencies 

Amounts in foreign currencies are translated to Canadian dollars on 
the following bases: 

(i) current assets and current liabilities at exchange rates in effect at 
the balance sheet date except principal due within one year on long 
term debt 

(ii) fixed assets at exchange rates in effect at the dates of 
acquisition 

(ili) long term debt at exchange rates in effect at the dates incurred 
(iv) revenues and expenses at the average annual rate of exchange. 
Gains and losses resulting from foreign exchange transactions are 
reflected in earnings for the year. 


Inventories 
Inventories are valued at the lower of cost, replacement cost or 
estimated realizable value. 


Property and Equipment 

Depreciation is computed by the straight-line method: 

(i) jet aircraft and related equipment-over sixteen years to 10% 
residual value 

(ii) turbo aircraft and related equipment-over twelve years to 15% 
residual value 

(iii) other equipment and property-at various rates over the 
estimated useful life of the asset. 

Engine and airframe overhaul costs are charged to earnings in the 
year incurred. Significant expenditures for modifications are 
Capitalized. Upon retirement or disposal of equipment, the related 
cost and accumulated depreciation are removed from the accounts 
and the gain or loss, if any, is reflected in earnings. 


Deferred Charges 

Deferred charges are amortized on the straight-line method: 
(i) financing costs over the term of the debt 

(ii) training expenses over ten years 

(ili) inclusive tour development over four years to 1980 

(iv) telephone system costs over ten years to 1989 

(v) condominium development costs over three years to 1982. 


2. CASH AND SHORT TERM INVESTMENTS 

Short term investments includes $37,682,312 set aside as 
segregated securities, to meet charter prepayment obligations as 
provided for under the Trust Indenture referred to in note 5(a), and in 
part as security for a bond required by certain regulatory 
authorities. — 


3. ADJUSTMENT ARISING FROM CHANGES IN THE ESTIMATED USEFUL 
LIVES OF JET AIRCRAFT AND RELATED EQUIPMENT 

During the year the company changed the rates of depreciation on 
jet aircraft and related equipment as a result of changes in their 
estimated useful lives. Depreciation based on the revised useful 
lives has been recalculated retroactively to the date of acquisition 
and the related adjustment of $1,367,762 has been reflected in the 
Statement of income. 

Deferred income taxes reflected in note 8 includes an amount of 
$643,000 related to the above adjustment. The depreciation 
charged against income of the current year has been based on the 
revised estimated useful lives of the related fixed assets. Had the 
changes in depreciation rates not been made, the current year’s 
provision for depreciation would have been increased by $1,107,801. 


4, DEFERRED CHARGES 
Financing costs 

Training expenses 

Inclusive tour development 
Telephone system costs 
Condominium development costs 
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5. LONG TERM DEBT 

(a) On June 9, 1978, the Company issued, under the terms of a Trust 
Indenture between the Company and National Trust Company, 
Limited as trustee, Series A, B, C and D Secured Income 
Debentures, due November 30, 1987. Series A, B and C are 
repayable in U.S. funds and Series D in Canadian funds. The 
debentures may be converted into secured debentures at the option 
of the Company or the holders, upon the occurrence of certain 
prescribed events. The Company is required to redeem specified 
amounts of the debentures on May 31 and November 30 in each 
year. These redemptions commenced November 30, 1979. Interest 
is payable at 52% of the lending institution's base interest rate plus 
1.5% for U.S. funds and 52% of the bank prime rate plus 1.5% for 
Canadian funds. The Company's obligations under the income 
debentures and Trust Indenture are secured by a specific mortgage 
upon certain property and by a floating charge upon all other 
property and assets of the companies, and have been further 
secured by limited guarantees of manufacturers and government 
agencies. 


elas 
(i) Series A 
Secured by two McDonnell 
Douglas DC-10 series 30 aircraft, 
installed General Electric Model 
CF6-50 series engines and . 
auxiliary equipment........... . 
(ii) Series B 2 
Secured by two Boeing Model B747 
series 211B aircraft, installed 
General Electric Model CF6-50 
series engines and auxiliary 
CQUIDIMGN ins eee eee es 
(iii) Series C 
Secured by six General Electric 
Model CF6-50 seriesengines and 
auxiliary equipment........... a 
(iv) Series D 
Secured by ground support, tooling 
and commissary equipment, one 
Univac Model 1100/80 computer 
and auxiliary equipment, and three 
steel buildings as acquired... ... 


$ 99,124,263 


108,727,114 


7,936,702 


7,450,000 
222,838,079 
Less undrawn amounts held by 


Triste ee : 40,180,686 


1978 


(b) 10% Conditional Purchase 
Agreements, due April, 1983; 
$8,295,000 is payable in U.S. 
funds. Secured by one Boeing 747 
and auxiliary equipment........ 


(c) Secured Note Purchase 
Agreement, due November, 1983, 
with interest at 2.25% above prime 
lending rate. Secured by one 
Boeing 747 and auxiliary 
CCUIDITICN ce. one et eee er 


(d) 8% Term loan, due November, 
1982, payable in U.S. funds to 
Export-Import Bank of the United 
States. This loan is guaranteed by 
acommercial bank for a fee of 
2.29% of aportion of the loan and 
1.5% of the remainder.......... 
(e) Bank term loans, at rates 
varying between bank prime rate 
plus 1.5% and 2%, final instalment 
due November, 1983. Secured by a 
chattel mortgage on specific 
aircraft and engines and general 
assignment of accounts receivable 
(f} 10% Debenture, due February, 
1979. Secured by a first fixed 
charge on DHC-6 aircraft ....... 


(g) Miscellaneous mortgages .. . . 


$15,851,876 


9,300,822 


7,492,622 


2.066,246 


| 


12,854 
| eggs 
213,400,794 
17,216,931 
$196 183,863 | 


The debt agreements contain certain restrictions as to the creation 
of additional debt, the creation of additional liens and guarantees, 
the payment of cash dividends and the amounts of loans to officers 
and employees. In addition, certain debt agreements include 
covenants by the Company with respect to maintenance of working 
Capital, debt-equity ratios, capital expenditures, investments, sale 
of assets and issue of shares. 

Principal due on existing long term debt in each of the years 1981 to 
1984 is $28,386,841, $28,701,199, $26,502,183 and $28,089,893 
respectively, expressed in Canadian funds at historical rates. 

Long term debt outstanding and repayable in U.S. dollars 
translated at current rates at December 31, 1979 would be 
$224,536,000 which is $5,999,000 more than the amount at which 
it is recorded in the financial statements. 

Interest on long term debt includes interest on secured income 
debentures in the amount of $18,279,000 which is not deductible for 
income tax purposes. 


Less principal due within one year 


6. PREFERENCE SHARES OF SUBSIDIARY COMPANY 


Class A 
Class B 
Class C 


Proceeds not 
utilized 


These shares are non-voting, redeemable, have a par value of 
$10,000 each and are entitled to cumulative dividends at variable 
rates equal to 52% of the average bank prime rate for the dividend 
period plus 1.5%, payable quarterly. Proceeds from these shares 
were used to purchase two deHavilland DHC-7 aircraft and related 
equipment. 

During the year the Company repurchased 400 shares at par using 
part of the proceeds from the sale of one DHC-7 aircraft. On 
December 14, 1979, in accordance with the share issuing 
agreement, a further 133 shares were repurchased at par with 
funds that had not been expended on equipment purchases. 

On January 4, 1980 the Company repurchased the remaining 467 
shares at par using part of the proceeds from the sale, on that date, 
of the second DHC-7 aircraft and related equipment. 


7. 12% PREFERRED SHARES 

Each preferred share is convertible, at the option of the holder, into 
343 fully paid common shares and is redeemable at par value or 
under certain prescribed conditions at $11 per share. 

In accordance with these provisions, the Company redeemed 
30,000 preferred shares during the year under review and another 
30,000 preferred shares subsequent to the year end. 

Annually, prior to December 31, the Company is required to 
appropriate $300,000 of its retained earnings as a Purchase Fund 
for Redemption of Preferred Shares, which appropriation is returned 
to retained earnings subsequent to the redemption of a related 
number of preferred shares. At December 31, 1979, the Purchase 
Fund totalled $300,000. 

In addition, on the redemption of each 30,000 preferred shares the 
Company is required to designate $300,000 of its retained earnings 
as a Capital Redemption Reserve Fund as defined in the Alberta 
Companies Act. At December 31, 1979, a total of $1,200,000 of 
retained earnings is So designated and is not available for 
dividends. 


8. INCOME TAXES 

The Company and its subsidiaries claim capital cost allowances 
and other deductions allowed for income tax purposes in excess of 
the related amounts reflected in the accounts and provide in their 
accounts only for the taxes payable for the year. This accounting 


treatment differs from the tax allocation basis which requires that 
the income tax provision be based on earnings reported in the 
accounts. 

If the tax allocation basis had been followed in current and prior 
years, the loss for 1979 would have increased by $6,818,000 and 
earnings for 1978 decreased by $5,654,000. Reported loss per 
common share would have been $3.09 for 1979 and $0.27 for 1978. 
The cumulative effect on retained earnings to December 31, 1979 
would have been a reduction of $20,219,000. 

The Canadian Institute of Chartered Accountants recommends the 
tax allocation basis for all but certain regulated corporations. 
Management does not concur that this principle is appropriate for 
the Company. The capital cost allowance on flight equipment is 
substantially in excess of the depreciation recorded in the accounts. 
Consequently, the deferred tax liability which results from the tax 
allocation basis is expected to be indefinitely postponed. 
Accordingly, there should be no necessity to provide an amount for 
which the payment date is indeterminable. 


9. CONTINGENT LIABILITIES 

There are miscellaneous claims and actions pending against the 
Company and its subsidiaries, some of which are adequately 
covered by insurance. The outcome of these matters should have 
no adverse effect on the Company’s financial position. 


10. PENSION PLAN 

A valuation of the Company's pension plan in January, 1979 has 
resulted in a reduction of the unfunded liability to approximately 
$211,000. This unfunded liability is being amortized by annual 
payments of approximately $24,000 to 1992. 


Tl. COMMITMENTS AND SUBSEQUENT EVENT 

Leases 

The Company is obligated under long term lease agreements for 
aggregate basic annual rentals of approximately $3,130,000, 
$2,627,000, $2,365,000, $2,210,000 and $2,170,000 in each of the 
years 1980 to 1984 respectively. 

Forward Exchange contracts 

The Company has contracted to acquire $18,803,000 U.S. between 
June and October 1980 with pounds sterling, equivalent to 
$22,554,000 Canadian. The value of these contracts at the 
prevailing exchange rates on December 31, 1979 was $22,000,000 
Canadian. 

Condominium purchase 

On January 16, 1980 the Company purchased 33 condominium 
units in Hawaii for a purchase price of approximately $1,884,000 
U.S. Financing of $1,510,000 U.S. has been arranged with interest at 
11%, repayable over 25 years. 


12. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 
Remuneration of the directors and senior officers, as defined in the 
Alberta Companies Act, of the Company and its subsidiaries 
amounted to $859,000. 
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Five Year Summary 


1979 1978* O(a | 1976* 
FINANCIAL (dollar amounts in thousands) | 
REVENLIES ted ore nce one ene $198,508 $143,059 9110665 [eo 886 > 10.923 
Operating costs..............0.. 186,162 137,627 102907 eee «=—SOTG0 
Earnings from operations ......... 12,346 5,432 7/58 oo = 6=—— (O08 
Interest onlongtermdebt......... 21,063 11,456 3924" | ese 
(Gain) on sale of aircraft and related | Oo 
CQUIDINCH ae ee eran ae ae (5,432) (11,433) —- — oe 
(Gain) arising from changes in | Re 
estimated useful lives of aircraft . . 1,368 — — | 
Net earnings (loss) .............. (2,417) 5.409 oe | 
Dividends 
Preference shares of subsidiary 
COMPANY 3: erase eee eee 712 383 - 
{2°opreletred. cee ee 216 252 288 
GOMMTION este eee eer ee ~ 197 197 
928 832 485 
Increase (decrease) in retained 
CATINGS fo ico sacha oem a els $_ (3,345) § 4501 $ 3,349 
Long tern debt... & ease aeeernecene $229,653 $213,401 $ 38,251 
Preferred shares of subsidiary 
COMPANY Henn awe ee 4,670 A711 - 
Shareholders’ equity............. 19,283 22,928 18,651 
Invested capital................. $253,606 $241,040 $ 56,902 
Depreciation and amortization. ..... $ 17113 $ 9,293 $ 5,820 
Cash flow provided by operations. . . . $ 7,896 $ 3,269 $ 9,654 
Additions to fixed assets.......... $ 39,301 $190,940 eee 
Reduction of longtermdebt........ $ 28,812 $ 18,524 $ 6,327 
Operatingimardini eee ee 6.2% 3.8% 7.0% 
Return on average capital employed . 6.9% 9.5% 12.8% 
Debt-equity ratio............00.. 9.6 if 2 
Price-earnings ratio ............. (loss) 32 3.0 
Per common share data (in dollars) 
Earmingsiloss). 2s" tee eeee $1.02) $1.45 $1.08 
DIVIGNdS 35. d.-0 ae eee: - 06 06 
Bookivalue:k 03 ee eee 5.32 6.34 4.94 
OPERATING (international service) | oe 
Passengers carried.............. 1,114,173 764,307 637,674 547,149 pel0/0 | 
Revenue passenger miles (000’s) . . . . 3,386,818 2,309,672 2,022,889  _—-_ 1,798,700 1,762,459 © 
Aircraft miles (000’s)............. 11,249 9,602 B2o5 | (ea tow. 
Aircraft. hOursiess.. .. eeeee 23,706 19,860 16,959 16,165 oe 
PERSONNEL | 
Average number of employees. ..... 2,021 1,652 4a iOiees | 1,384 
Employee wage and benefits (000's). . $ 34,052 $ 25,307 $ 20,630 $ 17,810 
COMMON SHARE INFORMATION | ee 
Sharesissued at, aan ener 3,287,570 3,287,570 3,287,570 Cpa §«=—s 3,237,506 
Shares held by Canadian residents . . 99.59% 99.45% 99.53% eee | «99.87% 
Total number of shareholders. ...... 1,565 1,620 1,476 1462 P1559 


Shareholders resident in Canada... . 97.89% 97.96% 98.10% 98.29% 98.40% 
“Does not reflect adjustment made in 1979 arising from changes in estimated useful lives of aircraft. 
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Wholly-owned Subsidiaries, Officers and Senior Management 


International Vacations Ltd. 


Maxwell W. Ward 
President 


T.L. Spalding 
Executive Vice-President 


G. D. Curley 


Vice-President, General Manager 


B. Walker 
Vice-President, Marketing 


M.D. Ward 
Secretar y- Treasurer 


J. A. Craig 


Controller 


P W. Bolton 
Director of Passenger Sales 


R. J. Dawick 


Director of Commercial Sales 


PW. Jenkins 
Director of Marketing 


Wardair (U.K.) Limited 
Maxwell W. Ward 
Chairman 


J. L. Standley 


Managing Director 


M. J. Wilson 
Secretary 


“Inactive at present 


{Wholly-owned subsidiary of Wardair Canada (1975) Ltd. 


Wardair Hawaii, Limited 
Maxwell W. Ward 

President 

T.L. Spalding 

Vice-President and General Manager 
M.D. Ward 


Secretary- Treasurer 


Wardair Canada (1975) Ltd. 
Maxwell W. Ward 


President 


T.L. Spalding 


Executive Vice-President 

G. D. Curley 

Vice-President, General Manager 
M. D. Ward 
Secretar y- Treasurer 

B. Walker 

Vice-President, Marketing 

A.B. Freeman 

Vice-President, Flight Operations 
C.D. McNiven 

Vice-President, Maintenance and Engineering 
G. N.R. Bell 

Staff Vice-President 

W.R. O'Hara 


Vice-President, Cargo Sales 


J. V. Gordon 


Director, Passenger Services 


A. W. Jackman 


Director, Cabin Services 


M. J. Kozak 


Director, Catering Services 


M.K. Borrowman 
Controller 


J. E. Kirk 
Manager, Crew Scheduling 


Redrock Reinsurance Limitedt 


D. F Babensee 
Director 


T.L. Spalding 
Executive Vice-President 


Sir A. D. Spurling 
Director 


R. D. Spurling 
Director 


Wardair Equipment Ltd. 
Maxwell W. Ward 
President 

T.L. Spalding 


Executive Vice-President 


G. D. Curley 
Vice-President 


M.D. Ward 


Secretar y- Treasurer 
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